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*********** ** 

MAY 1 2 1994 

Employer I d e n t i f i c a t i o n  ~umher: *********  
. '. Key District  of f ' ice:  ********  

Dear Applicant: . 
I 

We have considered your app l i ca t ion  f o r  recogni t ion  of 
exemption from f ede ra l  income t a x  a s  an organizat ion descr ibed i n  
s e c t i o n  501 (c ) (6 )  of t h e  I n t e r n a l  Revenue Code. W e  have 
determined t h a t  you do not  qua l i f y  for 'exemption under t h a t  
s e c t i o n  of t h e  Code. Our reasons f o r  t h i s  conclusion and t h e  
fac2s  upon which it is based a r e  explained below. 

You were incorporated under t he  laws of *******   on *****   
**  ****. Your a r t i c l e s  s t a t e  t h a t  your purposes a r e  " [ t ] o  
encourage, promote, and f o s t e r  Civic,  Economic, and s o c i a l  
a c t i v i t i e s  among its members and the c i t i z e n s  of t h e  *********  
Area i n  connection with Community improvements, expansion, 
educat ion,  housing, new business ,  proper i n d u s t r i a l  expansion, 
p u b l i c  s a f e ty ,  tourism, genera l  welfare,  and continued e f f o r t s  
toward sound economics and represen ta t ive  forms of governmentn. 

You a r e  a membership organizat ion with ***  c l a s s e s  of 
membership, including fo r -p ro f i t  and nonprof i t  businesses i n  t he  
*********  Area, ind iv idua l s ,  and sen io r s  bver 55 years  of age. 

You own a bui id ing ,  t h e  ******** * * *  ,  which is used f o r  your 
a c t i v i t i e s  and rented  t o  o t h e r  organizat ions.  A s u b s t a n t i a l  
p o r t i o n  ******  ** ome is derived from t h i s  r e n t a l  a c t i v i t y .  Use 
of t h e  *******  ***  is a l s o  donated t o  l o c a l  c i v i c  and c h a r i t a b l e  
organiza t ions .  You have s t a t e d  t h a t  t h e  *******  ****   is used a s  
a "community cen t e rw .  i 

Your by-laws i n d i c a t e  t h a t  you hold a monthly genera l  
membership meeting. Other a c t i v i t i e s  include the sponsoring of a  
F a l l  ~ e s t i v a l ,  a Memorial Day Parade, and a communit;.~ New y e a r ' s  
Eve pa r ty .  i 
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': !:;?YOU also condu&  wee^^ bingo games. ~ o u r ' ' s i ' i t 2 5 h r m i t s  b , 
l i c en sed  bingo opera t ions  by "s**  ice organizat ionsv9.  You have 
represented  t h a t  between **  t o  *** pe rcen t ' o f  your time is 
devoted t o  opera t ing  the bingo games and t h a t  an est imatad ** 
'percent of your revenues a r e  derived from t h i s  a c t i v i t y .  ........ - ,- ,- ......... . . . . . . .  . . .  ... . . . . . . . . .  -. . . .  . . . . . . . .  - . -  . -. . . . .  .. . . . . . . .  .--..- 
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Financial data submitted with your applicdtion indicates that, in 
some years, revenues from bingo represent more than ** percent of 
your income. You also conduct a pulltab operation, but have no 
estimates of the percentage of income this activity represents. 

Your by-laws provide that proceeds from bingo go into a 
building fund, with such funds going towards purchasing and 
************he land for your building Bndiconst~ucting the 
************. Your also by-laws state that bingo proceeds and 
************ rental proceeds will be used to pay off the 
mortgage. , 

In addition to the ************ rental and bingo activities, 
your other sources of income derivs from operating a concessions 
stand and from fundraising events. You also receive a small 
amount of income from membership dues. Your expenses are for 
occupancy costs, building repairs and maintenance, equipment 
purchases, fundraising costs, advertising, and miscellaneous 
administrative costs. Any excess income after expenses goes to 
maintenance and improvements to the ************. 

Section 501 (c) (6) of the Code provides for the exemption 
from federal income tax of business leagues, chambers of 
commerce, real-estate boards, or boards o$ trade, not organized 
for profit and no ?art of the net earning? of which inures to the 
benefit of any private shareholder or:ind+vidual. 

Section 1.501(~)(6)-1 of the Incone Tax Regulations provides 
that a business league is an association of persons having some 
common business interest, thr purpose of which is to promote such 
common interest and not to en5age in a regular business of a kind 
ordinarily carried on for profit. It is an organization of the 
same general class as a chamber of commerce or board of trade. 
Thus, its activities should be directed to the improvement of 
business conditions of one or more lines of business as 
distinguished from the performance c5 parttcular services for 
individual persons. An organization whose1 purpose is to engage 
in a regular business of a kind ordinarilyi carried on for profit, 
even though the business is conducted on a; cooperative basis or 
produces only sufficient income to be self-sustaining, is not a 
business league. , I 

Rev. Rul. 73-411, 1973-2 C.B. 18b, states that,, in order to 
qualify for exemption under section 501(cy(6) of the Code, an 
organization must be shown to possess at least the essential 
characteristics of the class of organizatibns commonly known as 
business leagues, chambers of commerce, or'labor organizations. 
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The common business interest of a chamber ok commerce is usually 
the general economic welfare of a commuhity? Membership is 
voluntary and open generally to all bushes$ and professional 
individuals in the community. Its activitqls must be directed at 
promoting the common economic interests of all the commercial 
enterprises in a given trade community. 11 1 1  

A section FOl (c) (6) organization must 'be primarily engaged 
in activities or functions constituting the'basis for its 
exemption. Although you conauct occasional special events for 
the community, you are primarily engaged in the activity of 
conducting a bingo and pulltab operation. The activities you 
currently engage in that constitute those. recognized as exempt 
activities under section 501 (c) (6) of tho #de, such as your 
monthly general meetings and community events, are either not 
ongoing or not lengthy in duration. OIi the other hand, your 
activities directly connected with your bingo and pulltab 
operation are ongoing, extensive, and take t~p the majority of 
your time.* This is evidgnt from your statement that bingo 
comprises ** to *** percent of your time, as well as from the 
fact that a large portion of your revenues are derived from your 
bingo operation. Despite the fact that membership has the 
characteristics of a chamber of commerce w$ $ hin the meaning af 
section 501(c)(6), your activities are not',plrimarily directed at 
promoting the common @rnn.czl= fr.t,,ests of $11 the commercial 
enterprises in your community, as describecjlj in Rev. Rul . 73-411, 
supra. 1 '  
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In addition, substanti************your income derives from 
bingo and from renting the ************ to other organizations. 
In order to qualify for exemption under section 501(c)(6), an 
organization must demonstrate t h a t  it derives meaningful support 
from membershi? dues and from hctivities related to its exempt 
purpose. Although you obtain a minimal amobnt af support from 
membership dues, substantially all of your gapport derives from 
bingo and from rents for the use of your *************. Such 
incone sources do not constitute member hiq income i i i t i r i r i  tine 
meaning of section 501 (c) (6) . 7 11 I 

I 

Accordingly, since your activities ard not directed to the 
improvement of business conditions in your community, you are not 
an orqanization described in section 501(c)!(6) of the Code. 

I 

You are required to file federal incorqb tax returns. Since 
you ere ci corporation, you must file Form XJ.20 with the District 
Director of Internal Revenue for the area ih which your principal 
place of business is located. I /  dl11 1 
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Contrihi~tinns to you are not deductib'i;e under section 170 of 
the Code. 

You have the right to protest this rulling if you believe 
that it is incorrect. To protest, you!'sho,q'ld submit a statement 
of your views with a full explanation of yqur reasoning. This 
statement, signed by cqe of your principal"officers, must be 
submitted in euplicate within 30 days from the date of this 
letter. You also have a right tn 8 conference in this office 
after your statement is submitted. You must request the 
conference, if you want one, when you file your protest 
staterdent. If you are to be represented by someone who'is not 
one of your principal officers, that person will need to file a 
proper power of attorney and otherwise qualify under our 
Conference and Practice Requirements. 

i t  
If we do not hear from you within.30 !days, this ruling will 

become final and copies of it will be forwqrCed to the District 
Director, Cincinnati, Ohio. Thereafter, any .;~estions about your 
federal income status or the filing of returns should be 
addressed to that office. I .  I 

If you decide to protest this propo~sq ruling, you will 
expedite our receipt of your communicaJ~ion~by placing the 
following symbols on the envelope as part ~f our address: 
CP:b:r;u:ri: 4, BEB, Room 6236. These symbol~s do not refer to your 
case but, rather, to its location. 

Sincerely yours, 

********** **** 
Chiefi Exempt organizations 
Rul4ngs Branch 4 

cc: DD, ~incinnati 
Attn: EO Group 


